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Financial Systems and Investment Policy:- 
Every organization requires a sound financial system and policy to carry out its function effectively. 
Without having a sound financial system and designing appropriate financial policies the organization 
cannot function effectively, what a 
kindoffinancialsystemisdesignedbythetrusttocarryoutitsfinancialfunctions effectively is very important 
issue. This issue has been addressedhere. 
Statement of the Problem: 
No financial institution work effectively if he doesn’t have a scientific and purposive approach 
towards its finances. financial systems delivered the goods only when they are rightly design and 
effectively implemented. profit making organization usually have a very cautious and objective 
approach their financial systems whereas nonprofit making organizations and charity oriented 
organization often do not this approach. because of which they cannot utilized their funds effectively 
and cannot deploy them for the purposes which can provide them maximum returns. lack of profit 
approach and in sufficient understanding of finance is often is the root cause of this. this paper deals 
with systematic analysis of financial system and other financial systems and policies adopted by the 
trust. therefore, the title of paper is “A Study of various Financial systems in Educational 
Institutions issues and Problems”.  
 
Rationale of writing the paper: 
the present paper is written with a specific purpose of understanding and analyzing the financial and 
educational policy of educational trust. educational trust often failed to deploy and efficiently utilized 
the funds available with them. in many cases it is not the paucity of funds. but under management or in 
efficient management of funds which leads to low returns, loss of surplus and non availabity of desired 
amount of liquidity. hence it is necessary to study the financial systems and investment policies of 
educational trust. 
Objectives of writing the paper: 
the present paper is written in following objectives 
 To understand the nature of financial and investment policies of educational trust. 
 To understand how the internal fund control systems and financial controls are executed by the 
trust. 
 To understand the what extent different accounting standards as applicable to the trust are being 
adopted. 
Working Definitions: 
The principal terms of related with research paper are defined here: 
 Financial policy for the purpose of study means the system and mechanism of acquisition 
deployment and disbursement of funds and finances available with educational trust. 
 The term investment policy refers to the manner in which available funds are invested for having 
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higher returns and balancing the risk – return trade off. 
Review of Literature: 
Harilal(2003),Harilal has considered the problem of education finance and self-finance method to be 
adopted by the educational institutions in this study the author has noticed that profit making cannot be 
the purpose of educational institution however, there should be increased in the developmental grants 
to be given to the educational 
institutions. Educational institutions cannot survive on their own resources due to growing cost 
constraints. 
 
Varghese (2005), in his paper on reforming the education financing has pointed out that Indian 
government finds it difficult to cope with the ever- increasing financial requirements of an expanding 
system. For this, the study suggested two major propositions: (i) improving efficiency in the 
functioning of the public institutions on the one hand; and (ii) mobilizing resources from non- 
governmental sources on the other. It is held that the country needs to investmore resources both at 
primary and tertiary levels of education. Ultimately, these reforms lead to the shifting of the burden of 
cost from the public to private and householddomains. 
Kiranmayi (1989) studied the role of organizational structure, financial management and their 
weaknesses in the universities. It discussed the pattern of income and expenditure of the universities 
and suggested that there was an urgent need to evaluate their financial management. 
InvestmentPolicy: 
Acquisitionoffundsisaveryimportantactivity,howeverarethesametimeproper deployment and getting 
due returns on the funds is also equally important. What kind of approach is maintained has trust 
towards acquisition and deployment of funds? How the investments are being done? What are the 
considerations while investing the funds is another important question under study the information 
present ishere? 
Table 1: Investment Policy 
Sr. No Question Yes No 
1 Is there any well-defined budget policy? 9 2 
Table2 
Sr. No Question Yes No 





Sr. No Question Yes No 
3 Whether the accounts department has any role to play in 




From the data presented in the tables above it is cleared that guidelines regarding investment and 
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investment policy need overhauling. At present, most of the trusts 
lacksystematicguidelinesinvestmentandhaveyettodevelopatargetedandfocus investmentpolicy. 
Budget and BudgetingPolicy: 
 
To activate the finance function effectively every organization must have proper planning forecasting 
and control of finance function. This requires the variety of activities to be conducted by the finance 
department. Budgeting is one such important activity budgeting helps to know the likely estimates 
receipts and paymentsthemodeofearningandexpensesanditsimpactonfinancialsuccessof trust. The 
issues related with budgeting are presentedhere. 
 Table 4: Budget and Budgeting Policy 
Sr. No Question Yes No 
1 Whether there is budget manual? 10 0 
 Table5 
Sr. No Question Yes No 
2 Whether a budget committee is constituted for 




Sr. No Question Yes No 




Sr. No Question Yes No 




Sr. No Question Yes No 




Sr. No Question Yes No 
6 Are there any guidelines for preparation of final 
accounts of the trust? 
15 2 
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When a large no of questions regarding accounting, budgeting and budget committee are discussed 
with the authority of trust. Few important insights are gained. The observations based on these insights 
are presented here. 
 Most of the trust under study do not have a properly framed budgetpolicy. 
 There is absence of budget manual it should be prepared by every trust for deciding allocation of 
funds and mode of utilization of funds. 
 Trusts under study have not formulated a formal budget committee but the task of committee is 
done somewhat in formal and semi formals system and many of the basic principles of budgeting 
areneglected. 
 Theinvolvementofstakeholdersisverylowintheentireprocessofbudgeting. 
 As such the budget exercise is not rightly linked with financial statement process of finalization of 
financial statements and financialreporting 
 
InternalAudit: 
Whether the organization monitors its activities properly or not. What kind of mechanism is adopted to 
regulate and control and assesses the performance of the finance department is a very critical issue? 
Internal audit helps to understand mechanism adopted by the organization to perform, achieve and 
activate the functions of the departments. It also tells about accuracy, authentication and 
appropriateness of every activity. 
Table10 
Sr. No Question Yes No 
1 Is there any internal audit of the financial activities? 14 4 
 
Table11 
Sr. No Question Internal External 
2 If yes, Who conducts the internal audit? 
a Finance Officer 18 - 








any guidelines to conduct 4 9 
 
For every organization, internal control is a must. Effective control is achieved only with the help of 
systematic internal control internal audit is one of the very important instrument for this purpose. It is 
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noticed that most of the trusts do not 
haveappropriatelydefinedinternalauditingsystem.Mostofthattrustdonothave a systematic financial 
check and internal audit. The internal audit is often conducted in customary manner and is not done to 
the full extent. Because of the many pitfalls, the system remains neglected. Therefore, internal audit 
needs to be properly organized and undertaken by thetrust. 
DepreciationPolicy: 
1. The term depreciation indicates that mode of rectification of values of the assets.It explains how the 
organization maintains the valuation of various assets and its impact on financial health: 
Table 13: Depreciation Policy 
Sr. No Question Yes No 
1 Is there any pre-designed depreciation policy? 04 -- 
Table 14 
Sr. No Question Yes No 
2 What are the 
depreciation? 
norms for charging of 06 -- 
 
Creation of Funds andReserves: 
 
Every organization creates funds and reserves for various purposes managing future requirements. 
Providing for calamites and funds for contingent liability are some important purposes of creation of 
such reserves and funds. Expansion, 
mitigatinggrowthneeds,providingforspecifictypesofexpensesandworkingout financial plans for certain 
projects are the reasons for creation of funds and reserves. In what way the funds and reserves are 
created by the trusts? How they are utilized and what are the regulatory guidelines are some important 
issues. Hence the information collected byresearcher. 
 Table 15 : Creation of Funds and Reserves 
Sr. No Question Yes No 
1 Are there any norms for creation of fund resources? 08 04 
 
 Table16 
Sr. No Question Yes No 





Sr. No Question Yes No 
3 Are there any specific purposes of funds? 12 8 
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Sr. No Question Yes No 
4 Are there any statutory provision for governing 
statutory purpose fund? 
12 8 
Theconceptoffundmanagementisyetnotrightlyestablished.Inmostofthetrusts under study creation of 
funds and their deployment is still a grey area. There is need to develop a right approach towards funds 
management. Many of the trust design and develop suitable system of creation of reserves and funds. 
Lack of appropriatepolicies,failuretodesignsuitable guidelinesandabsenceofafocused 
approachtowardsutilizationoffundsaresomeofthereasonsofpoormanagement 
systems.Itisalsonoticedthatthefundmanagementsysteminthetrustunderstudy is often guided byelaws 
which is not updated and revised for many years. The specific purpose funds often are underutilized or 
unutilized for variety of reasons. Absence of initiative by management, lack of vision are the reasons 
responsible forthis. 
Accounting standards and itsimplementation: 
  
Modern accounting is highly disciplined and planned system of maintenance of accounts. It is 
necessary that these books of accounts should be properly 
maintainedaspertheguidelinesandacceptedprincipals.Accountingstandardsare involved for these 
purposes. Accounting guidelines, basic guidelines for maintenance of financial discipline, proper 
maintenance and classification accounts, appropriate classification of receipts and payments helps in 
scientific maintenance of books of accounts and presentation of proper financialposition. 
Fromthispointofviewapplicabilityoftheaccountingstandardsarebeingstudied here: 
Table 19 Accounting Standards 
 
Sr. No Question 
1 Are the following accounting standards by trust? 
AS-1 Disclosure of accounting policies 01 12 
As-3 Cash flow 01 12 
AS-4 Events occurring after balance sheet date 02 14 
AS-5 Prior period items and change in accounting 02 18 
AS-6 Depreciation 00 12 
AS-9 Revenue recognition 00 12 
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AS-10 Fixed assets 01 18 
AS-11 Foreign exchange transactions - -- 
AS-12 Government grants 06 16 
 
 
Though Accounting Standards now made essential for every kind of institution that have some 
finances, public interest and stakeholder’s involvement, Educational institutions are exception to this. 
However, many of the trusts are not yet implementing all the accounting standards laid down by the 
law. The less involvement of institutions in accounting matters, unwillingness and disinterestin 
implication of accounting standards and poor adoption of accounting standards is 
notgood.However,manyoftheinstitutionsunderstudyarenotseriouslyentrusted in systematic 
implementation of accounting standards, unless and until the approach and involvement of educational 
trusts in implementation of accounting standards is positive, desired changes in financial systems 
cannot be brought. 
Insights Gained: 
the above discussion helps to gain following insights: 
 The system of management of funds in the educational trust is still in its stage of infancy. 
 There is enough scope to re structure and re design the fund management systems 
 The approach of management towards fund management needs to be more pragmatic and 
proactive and surplus oriented. 
 It is necessary to adopt a professional approach towards fund management 
Conclusion: 
in this study it is noticed that educational trust are yet to develop and objective approach towards fund 
managements. there existing financial and investment policies are based on rule of thumb and most of 
them are given by Hunch or Intuition. therefore, it is necessary to give a new look to investment and 
financial policies of educational trust. 
   
 References: 
 
 Harilal, K.N (2003). Higher Education under Globalisation: Emerging Contradictions 
between goals and means of state policy in Kerala, Centre for Development Studies 
(unpublished), andThiruvananthapuram. 
 Varghese (2005) Financing Higher Education in India; Problems and Prospects, Jestore 
Publication.Thiruvananthapuram. 
 Kiranmayi (1989), Financial Management and Administration of 
universities in Kerala, UGC Report, New Delhi,pp109-120. 
